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Public Institution Reforms
Heritage conservation in Nepal: Policies, stakeholders and challenges
Neel Kamal Chapagain
University of Wisconsin-Milwaukee
Introduction of Ancient Monuments Preservation Act in 2013 B.S.
(1956 A.D.) institutionalized the modern concept of heritage conservation
in Nepal. UNESCO’s mission of restoring the Hanuman Dhoka Durbar
and the enlisting of three Durbar Squares, Pashupatinath, Bouddha,
Changu Narayan and Swoyambhu in the UNESCO’s World Heritage Sites
brought Nepal to international attention in Heritage Conservation arena.
Many national and international agencies interested in culture, heritage,
tourism and development have taken various initiatives in this regard.
However some conflicts of interests among different stakeholders, for
example tourism agencies and the local entrepreneurs, donor agencies and
government institutions, conservation works and development projects,
have also been observed. The Department of Archaeology (DOA), the
central government institution in-charge of cultural heritage conservation
in the country is powered by the Ancient Monuments Preservation Act,
but lacks resources and mechanism to oversee heritage sites throughout
the country. Even within heritage sites in the Kathmandu valley, some
conflicts among different stakeholders, particularly between the DOA and
local residents, are observed. The complications and “failure” of
management of world heritage sites in Kathmandu valley was criticized by
UNESCO, which had warned to take these sites off the World Heritage
Sites list. Though the warning has been positively resolved now, the
complication of heritage management still exists, not only in Kathmandu
valley but in other places as well. Often the underlined conservation
approach in these policies is contested by residents of heritage zones. One
aspect of my ongoing research analyzes the consequences of influence of
international conservation movements on the heritage conservation policy
in Nepal. The conservation policy in Nepal, most of which is adapted from
international frameworks mostly originating in different contexts abroad,
needs to be evaluated in local cultural contexts. Responding to Nepal’s
diverse geographical and cultural contexts, the conservation policy in
Nepal should seek participatory approach of integrating local cultural
institutions, cultural practices and economic bases.
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Financial management of the municipalities of Nepal: Sustainability
issues
Mahesh Baral
University of Trento
Local governments in Nepal: 3915 village level government units
named as Village Development Committees (VDCs) are the lower level
government institutions in Nepal, whereas 58 semi-urban towns and other
cities are characterized by the umbrella term 'Municipalities.' The capital
city, Kathmandu is a metropolitan city; four other big cities are submetropolitan city and there are 53 municipalities. Furthermore, there are
75 District Development Committees (DDCs), one for each administrative
district.
Laws related with local governments: Articles 138, 139 and 140
of the Interim Constitution of Nepal, 2006 have provisioned and briefly
outlined the modality of local governance for the country, but the
constitution failed to give concrete basis for it. The Local Self Governance
Act of 1999 is the basic law that deals with the local governance system in
Nepal.
Targeted municipalities: Instead of the capital city and submetropolitan cities, the study focuses on 53 small municipalities; many but
not all of them are district headquarters or economic centers of small
regions. The size of the population and economic potentialities of these
municipalities vary. Few have population size bigger than 100,000, few
are smaller than 20,000 people, and most have population between 20,000
and 100,000.
Revenue assignment of municipalities: Apart from
intergovernmental transfer and borrowing, the municipalities could
mobilize local resources by taxing the following sectors within the
guidelines given by the central government:
•
•
•
•
•
•
•

House and land tax
Land revenue tax
Market shop tax
Vehicle tax
Entertainment tax
Rent tax
Advertisement tax
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•
•
•

Business Tax
Commercial Video Tax
Different service charges
• On sanitation, drainage and sewage
• Entrance charges for tourist points
• Charges for gardens and for picnic



Different types of fees
• Licensing fees of different equipments
• Approval fees
• Recommendation fees



Income through selling of different things
• Natural resources like sand and boulders
• Forest products
• Products of public ponds and garden

Composition of revenue mobilization: The internal resources,
inter-governmental transfer, external grants and borrowings make up the
financial resources for the municipalities. Prior to the creation of Local
Development Fund (LDF), municipalities of Nepal were authorized to
collect a tax – octroi – on goods entering their territory. This octroi has
now been replaced with LDF, which is a tax collected by the central
government by imposing a 1.5% tax on the total invoice value of goods
imported into the country through the custom offices; the central
government distributes the collected revenue among municipalities. Since
LDF replaces the initially internally generated octroi revenue of
municipilaties, the LDF is considered an internal resource of
municipalities.
The share of LDF in the total amount of internal resources of
municipalities is around 67.5%. Internal resources of municipalities could
be sub-divided as local tax (83.4%), fees & fine (8.74%), rent from
property (4.7%), and other incomes (3.2%). The local tax component of
internal resource could be subdivided as: LDF (79.69%), home, land and
integrated property tax (11.4%), vehicles tax (2.7%), professional tax
(2.8%), and others (3%). It is evident that LDF plays significantly
important role for the municipalities, which truly is not internally
generated by them; hence, the internal resource base of municipalities is
very weak.
Expenditure assignment of municipalities: Following the
principle of subsidiary, the Local Self Governance Act has identified
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various roles and responsibilities to be fulfilled by municipalities. Many of
them are related with providing municipal services to the people.
Following are the sectors entrusted to municipalities to provide services to
the people:
• Drinking water
• Education
• Public health services
• Language and culture
• Agriculture
• Tourism and cottage industries
• Infrastructure and transport
• Sports
• Irrigation
• River and soil erosion control
• Forest and environment protection
• Human resource development
• Implement the cooperative movement
• Records keeping
• Disaster management
• Various programs of social security
• Private sector promotion and development
• Promote peoples participation
Composition of expenditure: Municipalities are spending
significant amounts of money to run their offices and for regular
expenditures, which make up 47 percent of the total expenditure of
municipalities. The share of capital investment is only 45 percent, 3
percent goes for loan repayment and the rest 5 percent for social programs.
Basic problems of municipalities: The Local Self Governance
Act has basically followed the principle of subsidiary to allocate different
roles to different tiers of government and to authorize elected
representatives of the local people to serve their voters or tax payers for
the betterment of the society and the people. Municipalities generally face
large levels of urban poverty, absence of urban services, and
infrastructure; they also tend to have heavy environmental pollution.
Municipalities are not properly funded. Firstly they don't have
proper basis for internal resources mobilization, whereas the central
government is not providing sufficient resources to fulfill their
expenditure assignments. So, there is a huge gap between revenue
assignment and expenditure assignment. The financial gap is getting even
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bigger due to internal migration from villages to cities and due to
increasing trend for demanding municipal services. Unfunded mandates
further add scarcity of resources. Though the size of revenue is growing in
incremental way, it has failed to match increase in expenditure. The
expenditure increase ratio is more rapid than revenue increase ratio. The
present internal revenue mobilization of municipalities is not sustainable.
For example, 44.86 percent of resources of municipalities come from
LDF, which is not a reliable source of income due to the membership of
Nepal to WTO.
Intergovernmental transfers: Intergovernmental transfer in
Nepal can be broadly divided into two categories - grants and revenue
sharing. The local governments receive three types of grants from the
central government through the Ministry of Local Government: 1)
Administrative Grant, 2) General Purpose Block Grant, and 3) Conditional
Grant. The revenue sharing between central government and local
governments has both top-down and bottom up approaches.
Research target and questions: By conducting a qualitative study
and/or a case study of at least two municipalities, I will try to identify
some sustainable sources of income for municipalities. For example, a
proper mobilization of house and land tax could create the best sustainable
revenue base. In addition, the research will try to estimate the exact gap
between expenditure assignment and revenue assignment, allowing the
increasing trends of both of them, and it will try to answer the following
questions:
• What is the size of the gap between revenue assignment and
expenditure assignment?
• What is the growing trend of those assignments?
• Is the gap getting wider or narrower?
• What would be the best solution to narrow-down the gap?
• What would be the best alternative to LDF?
Methods: Two municipalities will be selected on the basis of
institutional capabilities and availability of data. Key persons from
municipalities, the ministry, political parties and from civil society
including the Municipal Association of Nepal will be interviewed. Local
residents and tax payers will be interviewed with focus questions. The
expenditure assignment will be identified in monetary terms for the past
few years. In the same way the revenue assignment will also be identified
and these two figures will be analyzed.
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Tentative division of chapters: The first part of the research paper
would be a brief summary of the international experiences on local
financial management with special focus on revenue assignment,
expenditure assignment and intergovernmental transfer. One important
part of it would be a comparative analysis of the experiences of
developing and transitional countries. In order to fulfill this task I will be
doing some critical reading.
The second part of the paper would give a critical overview of the
existing system in order to understand the limits and possibilities. The
chapter shall briefly explain the working of the Nepalese system, local
capacity to manage local resources (institutional capabilities), and other
relevant issues.
The third part would be the empirical research. In this part the
study will be focused on concrete subject matter. The data will be
analyzed and after the analysis, some concrete suggestions will be given.
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